EKURHULENI METROPOLITAN MUNICIPALITY 
SPECIAL COUNCIL MEETING 


2016.04.28 
ITEM A-F (32C-2016) 


ERWAT: REVIEWED INTEGRATED DEVELOPMENT PLAN AND MEDIUM-TERM 
REVENUE AND EXPENDITURE FRAMEWORK (MTREF): 2016/2017 TO 2018/2019 


PURPOSE 

To submit ERWAT’s Reviewed Integrated Development Plan and the Medium-term Revenue 
and Expenditure Framework for the 2016/201 7 to 2018/2019 financial period. 


STRATEGIC OBJECTIVE 

Promoting good governance 

WARDS AFFECTED 

All wards 

IDP LINKAGE 

All wards 


EXECUTIVE SUMMARY 

The key deadlines for the compilation of the IDP and Medium Term Revenue and 
Expenditure Framework (MTREF, or Budget) was submitted to Council for approval during 
August 2015 as required by section 21(b) of the MFMA. In terms of the approved key 
deadlines, the Skeleton IDP and Budget must be submitted to Council at the end of January 
2016 and tabled to Council at the end of March 2016. 

In December 2015 National Treasury issued MFMA Budget Circular No 78 dated 8 
December 2015. It should be noted that the date of the municipal elections were not 
announced at the time when the circular was issued. In fact, there was still a debate that 
elections could take place in May 2016. Based on the uncertainty municipalities were 
advised by National Treasury to approve the final budgets in April 2016 and not May 2016. 

Based on the guidance of the circular, Council approved a revised schedule of key deadlines 
on 28 January 2016 for the tabling of the budget in February 2016 and approval of the 
budget to be in April 2016. 

This resulted therein that the public participation process as well as the oversight committee 
meetings had to take place during March 2016. 
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DISCUSSION 

Section 16 of the MFMA dealing with the tabling of annual budgets, inter alia, reads as 
follows: 

1 ) The council of a municipality must for each financial year approve an annual budget 
for the municipality before the start of that financial year. 

2) In order for a municipality to comply with subsection (1), the mayor of the municipality 
must table the annual budget at a council meeting at least 90 days before the start of 
the budget year. 

3) Subsection (1) does not preclude the appropriation of money for capital expenditure 
for a period not exceeding three financial years, provided a separate appropriation is 
made for each of those financial years. 

Section 24 of the MFMA dealing with the approval of annual budgets and, inter alia, 
reads as follows: 

1) The municipal council must at least 30 days before the start of the budget year 
consider approval of the annual budget. 

2) An annual budget- 

a) must be approved before the start of the budget year; 

b) is approved by the adoption by the council of a resolution referred to in 
section 1 7(3)(a)(i); and 

c) must be approved together with the adoption of resolutions as may be 
necessary- 

i. imposing any municipal tax for the budget year; 

setting any municipal tariffs for the budget year; 

Hi. approving measurable performance objectives for revenue from each 
source and for each vote in the budget; 

iv. approving any changes to the municipality's integrated development 
plan; and 

v. approving any changes to the municipality's budget related policies. 

3) The accounting officer of a municipality must submit the approved annual budget to 
the National Treasury and the relevant provincial treasury. 

The draft IDP and Budget was tabled to Council on the 25 th February 2016 as required by 
section 16 of the Municipal Finance Management Act. The intention of the tabled budget 
was for Council to note the draft budget for the public consultation process to be embarked 
upon. 


The budget attached to this report was reviewed by the Budget Steering Committee. 
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PROCESS FOLLOWED 
Background 

The key deadlines for the compilation of the IDP and Medium Term Revenue and 
Expenditure Framework (MTREF, or Budget) was submitted to Council for approval during 
August 2015 as required by section 21(b) of the MFMA. In terms of the approved key 
deadlines, the Skeleton IDP and Budget must be submitted to Council at the end of January 
2016 and tabled to Council at the end of March 2016. 

In December 2015 National Treasury issued MFMA Budget Circular No 78 dated 8 
December 2015. It should be noted that the date of the municipal elections were not 
announced at the time when the circular was issued. In fact, there was still a debate that 
elections could take place in May 2016. Based on the uncertainty municipalities were 
advised by National Treasury to approve the final budgets in April 2016 and not May 2016. 

Based on the guidance of the circular, Council approved a revised schedule of key deadlines 
on 28 January 2016 for the tabling of the budget in February 2016 and approval of the 
budget to be in April 2016. 

This resulted therein that the public participation process as well as the oversight committee 
meetings had to take place during March 2016. 

IBALCO Meetings 

The IDP, Budget, Assets and Liabilities Committee (IBALCO) has been set up as a 
subcommittee of the City Manager’s Strategic Management Team (SMT) process. This 
committee is tasked with the technical evaluation of departmental budget requests. Meetings 
took place on a regular basis since the initial budget process started to consider all the 
matters affecting the compilation of the new budget. 

IBALCO meetings took place prior to all the Budget Steering Committee meetings in order to 
review documentation before submission to the Budget Steering Committee. 

Budget Steering Committee 

The Budget Steering Committee has been set up by the Executive Mayor in terms of section 
4 of the Municipal Budget and Reporting Regulations. 

The Budget Steering Committee is chaired by the MMC Finance, and all the members of 
Mayoral Committee are invited to the meetings. The Executive Mayor is an ex officio 
member of the Budget Steering Committee and attended several of these meetings. 

Operating Budget 

The total original Company Net Operating Surplus for 2015/16 was R50 mil. For the multi- 
year budget of 2016/17, net operating surplus of R50 mil, R0 and R0 for the 2017/18 and 
2018/19 financial years respectively will be realised. 
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Operating Income 

The increase in the ERWAT tariff to the parent municipality is 9.69%. This consists of a tariff 
increase of 8.69% and a volume increase of 1%. Further provision is made for the 
commissioning of the new 50ml/day module at our Welgedacht waste water works. The plant 
will be operational in August 2016 and will increase ERWATs treatment capacity by 
50ml/day, or approximately 7%, however the total annual income increase will be 8.65% 
from 201 5/1 6 to 2016/1 7 financial year due to the decrease in: 

• Interest income by -39.13% - due to a lower bank balance. 

• Operational revenue by -3.33%. 

Operating Expenditure 

The total annual expense has increased by 9.26% 

Interest Expenditure 

• The Interest charges increased by 6.91%, due to additional funds used from 
ERWAT’s Nedbank loan for capital expenditure. 

Salaries and Board of Directors remuneration 

• Senior Managers increase will be 31.98%, which arises from a 6% annual increase 
on current senior staff and one additional senior staff member who will be appointed. 

• Board remuneration will increase by 98.89%, due to 4 additional directors that have 
joined ERWAT. 

• Other salaried staff has increased with 10.23%, the increase is made up of the 
annual increase of 6% for current employees and ERWAT has planned to employee 
additional staff, which results in the 10.23% salary increase. 

Operational Costs: 

• Operational costs have increased by 8.28% due to additional repairs and 
maintenance planned to take place in 2016/17 as well as supplier increases. 

Bulk purchases: 

• Bulk purchases have increased by 6.18% due to planned increases from suppliers. 

Depreciation: 

• Depreciation cost has increased by 1 7.40% due to the additions of capital assets. 
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OPERATING BUDGET 


Department 



DESCRIPTION 


F00 

R'000 

ORG BUDGET 
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R'000 
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FOO 

R'000 

YEAR TO DATE 

FOO 

R'000 

PROJECTED 

F01 

R'000 

2016/17 

% 
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% 
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% 

Of Total 

F01 

R'000 

2017/18 

F01 

R'000 

2018/19 
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R 

R 

R 

R 

R 

▼ 

▼ 

▼ 

R 
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ERWAT 


ERWAT 



INCOME 











ERWAT 



EXCHANGE REVENUE 











ERWAT 



Service Charges 

575 533 

575 533 

287 766 

575 533 

645216 

0 

0 

0 

734999 

812173 

ERWAT 



Interest, Dividends and Rent on Land 

3290 

3290 

3685 

2 720 

2 040 

(0) 

(0) 

0 

1365 

1260 

ERWAT 



Operational Revenue 

176 854 

176 854 

93204 

143 381 

173 808 

(0) 

0 

0 

107 934 

102 315 

ERWAT 



SUB TOTAL: EXCHANGE REVENUE 

755 677 

755 677 

384 655 

721 634 

821 064 

0 

0 

0 

844 298 

915 749 

ERWAT 














ERWAT 



TOTAL INCOME 

755677 

755677 

384 655 

721 634 

821 064 

0 

0 

0 

844 298 

915 749 

ERWAT 














ERWAT 



EXPENDITURE 











ERWAT 



Employee Related Costs 

(251 631) 

(251 631) 

(114 885) 

(258 202) 

(279 644) 

0 

0 

0 

(301 036) 

(335 823) 

ERWAT 



Senior Management 

(10 388) 

(10 388) 

(5 194) 

(10 388) 

(13711) 

0 

0 

0 

(14671) 

(15698) 

ERWAT 



- SM - Salaries Allowances & Service Benefits 

(10 388) 

(10 388) 

(5 194) 

(10 388) 

(13711) 

0 

0 

0 

(14671) 

(15698) 

ERWAT 



Municipal Staff 

(241 243) 

(241 243) 

(109691)! 

(247 814) 

(265 934) 

0 

0 

0 

(286365) 

(320 125) 

ERWAT 



- MS - Salaries Allowances & Service Benefits 

(241 243) 

(241 243) 

(109691) 

(247 814) 

(265 934) 

0 

0 

0 

(286365) 

(320 125) 

ERWAT 



Remuneration of Councilors 

(1 437) 

(1 437) 

(1 236) 

(2 671) 

(2 858) 

0 

0 

0 

(3 058) 

(3 272) 

ERWAT 



- ROC - Allowances & Service Related Benefits 

(1 437) 

(1 437) 

(1 236); 

(2671) 

(2 858) 

0 

0 

0 

(3058) 

(3272) 

ERWAT 



Operational Cost 

(187 183) 

(187 183) 

(70 140) 

(176 172) 

(202 682) 

0 

0 

0 

(215 646) 

(232 090) 

ERWAT 



Bulk Purchases 

(184 539) 

(184 539) 

(66 869) 

(186 252) 

(195 937) 

0 

0 

0 

(221 644) 

(241 038) 

ERWAT 



Interest Dividends and Rent on Land 

(47 754) 

(47 754) 

(23 146) 

(49 539) 

(51 055) 

0 

0 

0 

(59 313) 

(56 614) 

ERWAT 



Contribution for Bad Debt 

(56) 

(56) 

- 

(56) 

(56) 

- 

- 

0 

(56) 

(56) 

ERWAT 



Depreciation and Amortisation 

(33077) 

(33 077) 

(18 009) 

(35 380) 

(38 832) 

0 

0 

0 

(43 545) 

(46 856) 

ERWAT 



TOTAL EXPENDITURE 

(705677) 

(705 677) 

(294 285) 

(708 272) 

(771 064) 

0 

0 

0 

(844 298) 

(915 749) 

ERWAT 



DEFICIT/ (SURPLUS) 

50 000 

50 000 

90 370 

13 362 

50 000 

0 

0 


(0) 

(0) 

ERWAT 



TOTAL GAINS AND LOSSES 

- 

- 

- 

- 

- 




- 

- 

ERWAT 



DEFICIT/ (SURPLUS) AFTER GAINS AND LOSSES 

50 000 

50 000 

90 370 

13 362 

50 000 




(0) 

(0) 
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Capital Budget 

ERWAT has the following projects in its Capital budget for the multi-year period, capital 
expenditure is set to go down by 15.39%. 


CAPITAL BUDGET 2016/2017 







BUDGET PER DEPARTMENT 

BUDGET 2015/2016 

PERIOD 2016/17 

PERIOD 2017/18 

PERIOD 2018/19 

ADMINISTRATION 





FINANCE 

150 000 

150 000 

250 000 

100 000 

SUPPLY CHAIN 

20 000 

1002 500 

30 000 

30 000 

HEAD OFFICE - INFORMATION SYSTEMS - CE & IN 

10 982 640 

8 828 441 

5 503 526 

5 311484 

LOSS CONTROL DEPT 

- 

25 545 000 

23 375 000 

10 058 000 

PERSONNEL 

115 000 

80 000 

115 000 

600 000 

PUBLIC RELATIONS 

218 800 

70 000 

303 000 

100 000 

HEAD OFFICE - DIRECTORS OFFICE 

50 000 

50 000 

50 000 

50 000 

TECHNICAL 

31000 000 

15 000 000 

10 000 000 

10 000 000 

PUMP REPAIR WORKSHOP 





PUMPSTATION BENONI 





MONITORING STATION 





TECH WORKSHOP BENONI 





TECH WORKSHOP OLIFANTSFONTEIN 





TECH WORKSHOP WATERVAL 





TECH WORKSHOP JP MARAIS 





TECH WORKSHOP VLAKPLAATS 





PUMPSTATION VLAKPLAATS 





LABORATORY 

3 875 400 

3 761 500 

1222500 

630 000 

COMMERCIAL BUSINESS 

1600 000 

2 011000 

1248 000 

1291000 

RESEARCH & DEVELOPMENT 


200 000 



HEAD OFFICE - OPERATIONS 





Benoni 





Esther Park 





Hartebeestfontein 

10 000 000 

3 500 000 

10 800 000 

10 800 000 

Olifantsfontein 

25 000 000 

750 000 

19 450 000 

19 450 000 

Esther Park 



600 000 

600 000 

Rynfield 

500 000 

2 000 000 

7 380 000 

7 380 000 

Ancor 

8000 000 

8 750 000 

28 000 000 

12 000 000 

Benoni 



600 000 

600 000 

Carl Grundlingh 

600 000 

4000 000 

9 340 000 

10 000 000 

Daveyton 

2 500 000 

5 580 000 

24 600 000 

15 000 000 

Heidelberg 

8000 000 

5000 000 

8 783 000 

2 300 000 

Herbert Bickley 

2000 000 

5 240 000 

1600 000 

400 000 

Jan Smuts 

4000 000 

2460 000 

1455 000 

2 520 000 

JP Marais 

1000 000 

1700 000 

7 630 000 

12 850 000 

Ratanda 

3 500 000 

200 000 

12500 000 

20 000 000 

Tsakane 

300 000 


2 285 000 

800 000 

Welgedacht 

5 463 560 

930 000 

14 810 000 

30 000 

Dekema 

800 000 

5 540 000 

8 406 623 

9000 000 

Rondebult 

1500 000 

1370 000 

6 182 219 

6 800 000 

Vlakplaats 

5000 000 

1990 000 

12 044 150 

1430 500 

Waterval 

30 000 000 

40 298 000 

29 520 369 

30400 000 

DEPARTMENTAL BUDGET TOTAL 

156 175 400 

146 006 441 

248 083 387 

190 530 984 

PROJECTS 


Tsakane 

18 000 000 

3000 000 



Waterval New 50 Ml/day module 5 


30 000 000 

70 000 000 

150 000 000 

Vlakplaats Capacity Upgrade 


31 000 000 



Ancor Biofilter Upgrade 



18 000 000 

18 000 000 

Vlakplaats Emergency Dam and related works 


30 000 000 

15 000 000 

3000 000 

Decommissioning /phase out 




20 000 000 

Vlakplaats Flow Distribution 

40 000 000 


18 000 000 

6000 000 

Ratanda 5 Ml/day Increase 


- 

1500 000 

9000 000 

Ratanda bypass pipeline 



15 000 000 

32500 000 

NEW OFFICE BUILDING 

15 500 000 

15 000 000 

2600 000 


Herbert Bickley 6 Ml/day Capacity Increase 





Esther Park decommissioning 





New Outfall Sewer: DD6 

1200 000 

1500 000 

42 000 000 

42 000 000 

Flow meters monitoring 


1200 000 

1200 000 

1200 000 

Waterval Integrated Sludge Beneficiation Project 

100 000 000 

60 000 000 

100 000 000 

30 000 000 

Olifantsfontein retrofit 


3000 000 

5000 000 

2000 000 

Project plannig & development (EIA,WUL,DESIGN) 

6 500 000 

6000 000 

5000 000 

5 000 000 

Hartebeesfotein 12 Ml/day Upgrade 

20 000 000 

1500 000 



Welgedacht new module 3 SOMl/d Ext. 

40 000 000 

8000 000 



PROJECT TOTAL 

241 200 000 

190 200 000 

293 300 000 

318 700 000 

TOTAL CAPITAL REQUIREMENT 

397 375 400 

336 206 441 

541 383 387 

509 230 984 


Funding 

397 375 400 

336 206 441 

541 383 387 

509 230 984 

Internal funding 





Grant funding 

50 000 000 

50 000 000 



External loans 

155 677 282 

103 809 407 



To be determined 

191 698 118 

182 397 034 

541 383 387 

509 230 984 
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ORGANISATIONAL AND HUMAN RESOURCE IMPLICATIONS 

Strategic key positions were identified, and relevant personnel have been employed, and 
other positions are still to be addressed. 

FINANCIAL IMPLICATIONS 

ERWAT will have to look into taking out an additional long term loan to finance capital 
expenditure in the coming year. 

LEGAL IMPLICATIONS 

The tabling of the IDP and Budget in April 2016 will ensure compliance with Section 24 of 
the MFMA. 

COMMUNICATION IMPLICATION 

The delivery and approval of the budget to the community is widely communicated by 
Marketing and Brand Management Department. The approved document will also be 
distributed as per the required legislation, which inter alia includes EMM’s website. 

OTHER DEPARTMENTS/ BODIES CONSULTED 

Board of Directors, Department of Finance 


RECOMMENDATION 

That the report regarding the planning proposals for the Reviewed Integrated Development 
Plan and the Medium-term Revenue and Expenditure Framework for the 2016/2017 to 
2018/2019 financial period of ERWAT BE APPROVED. 



